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INDEPENDENT AUDITORS' REPORT '

To the Board of Directors
Doniphan County Education Cooperative No. 616
Troy, Kansas

REPORT ON THE FINANCIAL STATEMENT

We have audited the accompanying fund summary statement of regulatory basis receipts,
expenditures, and unencumbered cash balances of Doniphan County Education Cooperative ©No. 616,
Troy, Kansas (the Cooperative), as of and for the year ended June 30, 2014 and the related
notes to the financial statement.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement
in accordance with the Kansas Municipal Audit and Accounting Guide as described in Note 1 to
meet the financial reporting requirements of the State of Kansas. Management is also
responsible for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the financial statement that is free from material
misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the Kansas Municipal Audit and Accounting Guide. Those standards
require we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on auditors' judgment,
including the assessment of the risks of material misstatement of the financial statement,
whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statement in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 of the financial statement, the financial statement is prepared by the
Cooperative to meet the requirements of the State of Kansas on the basis of the financial
reporting provisions of the Kansas Municipal Audit and Accounting Guide, which is a basis of
accounting other than accounting principles generally accepted in the United States of America.

The effects on the financial statement of the variances between the regulatory basis of

accounting described in Note 1 and accounting principles generally accepted in the United
States of America, although not reasonably determinable, are presumed to be material.
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Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse
Opinion on U.S. Generally Accepted Accounting Principles" paragraph, the financial statement
referred to above does not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Cooperative as of June
30, 2014, or changes in financial position and cash flows thereof for the year then ended.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material
respects, the aggregate cash and unencumbered cash balance of the Cooperative as of June 30,
2014, and the aggregate receipts and expenditures for the year then ended in accordance with
the financial reporting provisions of the Kansas Municipal Audit and Accounting Guide described
in Note 1.

REPORT ON REGULATORY-REQUIRED SUPPLEMENTARY INFORMATION

Our audit was conducted for the purpose of forming an opinion on the fund summary statement of
regulatory basis receipts, expenditures, and unencumbered cash balances (basic financial
statement) as a whole. The summary of regulatory basis expenditures - actual and budget,
individual fund schedules of regulatory basis receipts and expenditures - actual and budget,
and schedule of regulatory basis receipts and disbursements - agency funds (Schedules 1, 2, and
3 as listed in the table of contents) are presented for analysis and are not a required part of
the basic financial statement, however are required to be presented under the provisions of the
Kansas Municipal Audit and Accounting Guide. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statement. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statement and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statement or to the
basic financial statement itself, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information
is fairly stated in all material respects in relation to the basic financial statement as a
whole, on the basis of accounting described in Note 1.

REPORT ON OTHER SUPPLEMENTARY INFORMATION

Our audit was conducted for the purpose of forming an opinion on the fund summary statement of
regulatory basis receipts, expenditures, and unencumbered cash balances (basic financial
statement) as a whole. The schedule of expenditures of federal awards is presented for
purposes of additional analysis and is not a required part of the basic financial statement.
Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statement.
The information has been subjected to the auditing procedures applied in the audit of the basic
financial statement and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statement or to the basic financial statement itself, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the information is fairly stated in all material respects in relation to the basic
financial statement as a whole, on the basis of accounting described in Note 1.



REPORT ON SUMMARIZED COMPARATIVE INFORMATION

The 2013 Actual column presented in the individual fund schedules of regulatory basis receipts
and expenditures-actual and budget (Schedule 2 as listed in the table of contents) is also
presented for comparative analysis and is not a required part of the 2013 basic financial
statement upon which we rendered an unmodified opinion dated September 18, 2013. The 2014 basic
financial statement and our accompanying report are not presented herein, but are available in
electronic form from the web site of the Kansas Department of Administration at the following
link http://da.ks.gov/ar/muniserv/. Such 2014 comparative information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the 2014 basic financial statement. The 2014 comparative information
was subjected to the auditing procedures applied in the audit of the 2014 basic financial
statement and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the 2014
basic financial statement or to the 2014 basic financial statement itself, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the 2014 comparative information is fairly stated in all material
respects in relation to the 2014 basic financial statement as a whole, on the basis of
accounting described in Note 1.

Ktrze {‘ds:ocmr&s CAHs Lic

Kramer & Associates CPAs, LLC
Leavenworth, Kansas
November 19,2014



DONI PHAN CCOUNTY EDUCATI ON COOPERATI VE NO. 616, TROY, KANSAS

Summary St at enent of

Recei pts, Expenditures,
Regul atory Basis

and Unencunbered Cash

For the Year Ended June 30, 2014
Add
Begi nni ng Prior vyear Endi ng encunbr ances
unencunber ed cancel | ed unencunber ed and accounts Endi ng
Funds cash bal ance encunbr ances Recei pts Expendi t ures cash bal ance payabl e cash bal ance
Covernmental type funds:
General fund $ 1,038, 305 $ - $ 1,920,630 $ 1,860,323 $ 1,098,612 $ - $ 1,098,612
Speci al purpose funds:
G ant funds = = 331,138 331,138 = - =
Total reporting entity
(excluding agency fund) $ 1,038, 305 $ - $ 2,251,768 $ 2,191 461 $ 1,098 612 $ - $ 1,098 612
Conposition of cash: Checki ng $ 1,098, 112
Checki ng - agency accounts 43, 829
Petty cash 500
Total cash 1,142, 441
Less agency funds (43, 829)
Total reporting entity
(excl udi ng agency funds) $ 1,098, 612

The notes to the financial

statement are an integral
4

part of this statenent.



DONI PHAN COUNTY EDUCATI ON COOPERATI VE NO 616, TROY, KANSAS
Notes to the Financial Statenent
For the Year Ended June 30, 2014

1. Summary of significant accounting policies

a.

Muni ci pal financial reporting entity

Doni phan County Education Cooperative No. 616, Troy, Kansas, (Cooperative)
is a municipal corporation governed by a six-nenber board. This financial
statenent presents Doni phan County Education Cooperative No. 616, Troy,
Kansas, (the primary governnent). The Cooperative serves three Unified
School Districts: USD No. 111 Doni phan West, USD No. 114 R verside, and USD
No. 429 Troy, in the area of Special Education Services. There are no
related nunicipal entities.

Basi s of accounting

Regul atory basis of accounting and departure from accounting principles
generally accepted in the United States of Anerica. The KMAAG regul atory
basi s of accounting involves the recognition of cash, cash equivalents,

mar ket abl e investnents, and certain accounts payable and encunbrance
obligations to arrive at a net unencunbered cash and investnents bal ance on
a regulatory basis for each fund, and the reporting of changes in
unencunbered cash and investnents of a fund resulting fromthe difference in
regul atory basis revenues and regulatory basis expenditures for the fiscal
year. Al recognized assets and liabilities are measured and reported at
cost, unless they have been permanently inpaired and have no future cash
value or represent no future obligation against cash. The KMAAG regul atory
basi s does not recognize capital assets, long-term debt, accrued receivables
and payables, or any other assets, liabilities, or deferred inflows or
outflows, other than those nentioned above

The Cooperative has adopted a resolution in accordance with K S. A 75-1120a
(c) waiving the requirenent for application of generally accepted accounting
principles and allowing the Cooperative to use the regulatory basis of
accounti ng.

Cash and investnents

Cash consists of checking and savi ngs accounts.

Cash balances in all funds are considered in determning the anbunt to be
invested and further, unless specifically designated, all investnment incone
is credited to the general fund.



1. Summary of significant accounting policies (continued)

d.

Regul atory basis fund types

The following types of funds conprise the financial activities of the
Cooperative for the year ended June 30, 2014:

General fund - the chief operating fund. Used to account for all
resources except those required to be accounted for in another fund.

Speci al purpose fund - used to account for the proceeds of specific tax
levies and other specific revenue sources (other than capital projects
and tax levies for long-term debt) that are intended for specified

pur poses.

Agency fund - used to report assets held by the Cooperative in a purely
custodi al capacity.

2. Stewardship, conpliance, and accountability

a.

Budgetary infornation

The Cooperative is not subject to statutory budget requirements. The
Cooperative prepares an expenditure budget for operating purposes only.

Conpliance with finance-related |egal and contractual provisions

The District's bank deposits were under-secured at Bendena State Bank during
the month of June (K S A 9-1402).

Management is not aware of any other material violations of finance-related
I egal and contractual provisions for the period covered by audit.



Deposits and investnments

As of June 30, 2014, the Cooperative had no investnents.

K.S. A 9-1401 establishes the depositories which may be used by the
Cooperative. The statute requires banks eligible to hold the Cooperative's
funds have a main or branch bank in the county in which the Cooperative is
located, or in an adjoining county if such institution has been designated as
an official depository, and the banks provide an acceptable rate of return on
funds. In addition, K S A 9-1402 requires the bank to pledge securities for
deposits in excess of FDI C coverage. The Cooperative has no other policies
that would further linit interest rate risk.

K.S.A 12-1675 limts the Cooperative's investnment of idle funds to tine
deposits, open accounts, and certificates of deposit with allowable financial
institutions; U S. government securities; tenporary notes; no-fund warrants;
repurchase agreenents; and the Kansas Minicipal Investnent Pool. The
Cooperative has no investnent policy that would further limt its investnent
choi ces.

Concentration of credit risk. State statutes place no limt on the anount the
Cooperative may invest in any one issuer as long as the investnents are
adequately secured under K S. A 9-1402 and 9-1405.

Custodial credit risk - deposits. Custodial credit risk is the risk that in
the event of a bank failure, the Cooperative's deposits nmay not be returned to
it. State statutes require the Cooperative's deposits in financial
institutions to be entirely covered by federal depository insurance or by
collateral held under a joint custody receipt issued by a bank within the State
of Kansas, the Federal Reserve Bank of Kansas Cty, or the Federal Home Loan
Bank of Topeka. Al deposits were legally secured at June 30, 2014.

At June 30, 2014, the Cooperative's carrying anount of deposits was $1, 142,441
and the bank bal ance was $1,352,627. The bank bal ance was held by one bank
resulting in a concentration of credit risk. O the bank bal ance, $250,000 was
covered by federal depository insurance and the renmining $1, 102, 627 was
collateralized with securities held by the pledging financial institution's
agents in the Cooperative's nane.

Custodial credit risk - investnents. For an investnent, this is the risk that,
in the event of the failure of the issuer or counterparty, the Cooperative wll
not be able to recover the value of its investnents or collateral securities
that are in the possession of an outside party. State statutes require
investnments to be adequately secured.



4. Long-term debt

a. Changes in long-termliabilites for the Cooperative for the year ended June 30, 2014, were as foll ows:

Dat e of Bal ance Bal ance
I nt er est Dat e of Amount  of final begi nni ng of Reduct i ons/ end I nt er est
| ssue rate i ssue i ssue maturity year Addi ti ons payment s of vyear pai d
Capital |eases:
2008 Ford Escape 4. 00% 08/ 09/ 2010 $16, 900 08/ 09/ 2013 $ 986 $ - $ (986) -
Total contractual indebtedness $ 986 $ - $ (986) -

b. Current maturities of long-term debt and interest for the next five years and in five year increnments through nmaturity are as

fol | ows:

Year ended June 30,

2015 2016 2017 2018 2019 2020- 2024 2025- 2029

2030- 2034

Tot al

Princi pal :
Capital |ease:
2008 Ford Escape $ - $ - $ - $ - $ - $ - $ -

Total principal - - - - - - -

Interest:
Capital |ease:
2008 Ford Escape - - - - - - -

Total interest - - - - - - -

Total principal
and interest paynents $ - $ - $ - $ - $ - $ - $ -




5.

6.

7.

Interfund transfers

There were no operating transfers for the year ended June 30, 2014.

Defined benefit pension plan

a. Plan description

The Cooperative participates in the Kansas Public Enpl oyees Retirenent
System (KPERS), a cost-sharing multiple-enployer defined benefit pension
plan as provided by K S. A 74-4901, et seq. KPERS provides retirenent
benefits, life insurance, disability incone benefits, and death benefits.
Kansas | aw establishes and anends benefit provisions. KPERS issues a
publicly available financial report that includes financial statenents and
required supplenentary information. That report nay be obtained by witing
to KPERS (611 South Kansas, Suite 100, Topeka, KS 66603) or by calling 1-
888-275-5737.

. Fundi ng policy

K. S.A 74-4919 and K S. A 74-49,210 establish the KPERS nenber-enpl oyee
contribution rates. Effective July 1, 2009 KPERS has two benefit structures
and fundi ng depends on whether the enployee is a Tier 1 or Tier 2 nenber.
Tier 1 menbers are active and contributing nenbers hired before July 1,
2009. Tier 2 nenbers were first enployed in a covered position on or after
July 1, 2009. Kansas |aw establishes the KPERS nenber-enpl oyee contribution
rate of 4% of covered salary for Tier 1 nenbers and at 6% of covered salary
for Tier 2 nenbers. Menber enployees' contributions are withheld by their
enpl oyer and paid to KPERS according to the provisions of section 414(h) of
the Internal Revenue Code.

The State of Kansas is required to contribute the statutory required
enpl oyers share. Kansas currently contributes 10.37% of covered payroll for
fiscal year 2013, and 11.12% of covered payroll for fiscal year 2014.

QG her long-term obligations from operations

a. O her post enploynent benefits

Under the Consolidated Omibus Budget Reconciliation Act (COBRA), the
Cooperative nmakes health care benefits available to eligible forner

enpl oyees and eligible dependents. Certain requirenents are outlined by the
federal governnent for this coverage. The premiumis paid in full by the
insured. There is no cost to the Cooperative under this program



7. Qher long-term obligations from operations (continued)

b. Conpensated absences

Teachers are granted ten sick days per year and are allowed to accunul ate
unused sick leave to a nmaxi num of 75 days. Teachers are also granted two
personal |eave days during each school term Only one personal day per year
will be allowed to convert to sick leave. |f a teacher has accunul ated nore
than 75 days of sick leave, the teacher is paid for days over 75 at the rate
of $40 per day. Wen a tenured teacher |eaves the Cooperative, the teacher
is paid for all accunulated sick leave at a rate of $40 per day. Retiring
teachers are paid for all accunulated sick leave at a rate of $50 per day.

Par apr of essional s are granted seven sick days per school year and are
allowed to accunul ate unused sick |eave to a nmaxi mrum of 15 days. One of the
seven sick days granted each year may be used as a personal day.

8. Commitnents

The Cooperative leases a building in Troy, Kansas for office space. The term
of the lease is for a period of one year conmencing August 1 and terninating
July 31 of the subsequent year. The required nonthly paynent is $1,060.90 with
an automatic 3% increase per year for each and every year that this |ease
remains in force. The lease is renewed annually.
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DONI PHAN COUNTY EDUCATI ON COOPERATI VE NO 616, TROY,

Summary of Expenditures - Actual and Budget
Regul atory Basis
For the Year Ended June 30, 2014

Adj ust ment  for

Expendi t ures

SCHEDULE 1

Original qual i fying Total budget chargeable to Vari ance -
Funds budget budget credits for conparison current year over (under)
Covernnental type funds:
General fund $ 3,026,743 $ - $ 3,026, 743 $ 1, 860, 323 $ 1, 166, 420
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SCHEDULE 2.1

DCNI PHAN COUNTY EDUCATI ON COCPERATI VE NO. 616, TROY, KANSAS

GENERAL FUND*

Schedul e of Receipts and Expenditures - Actual

Regul atory Basis

For the Year Ended June 30, 2014

(Wth Conparative Actual Totals for the Prior Year

and Budget

Ended June 30, 2013)

Current vyear

Prior year Variance -
act ual Act ual Budget over (under)
Cash receipts
Participating districts' contributions $ 539, 999 $ 540, 000
State aid:
Speci al education services aid passed
through participating districts 1, 401, 519 1, 334,934
Federal aid:
Medi cai d rei nbur serment 26, 120 32,026
I nt erest 5, 357 4,163
Revenue from other |ocal source 15, 762 9, 507
Total cash receipts 1, 988, 757 1, 920, 630
Expendi t ur es
I nstruction 1, 157, 142 1,152, 381 $ 1,589, 393 $ 437,012
Student support services 331, 153 288, 176 576, 919 288, 743
Instructional support staff 50, 619 52, 341 448, 145 395, 804
General adninistration 244,814 282, 286 249, 786 (32, 500)
Qperations and mai ntenance 15, 639 17, 933 30, 000 12, 067
Student transportation services 74,221 67, 206 132, 500 65, 294
Adj ustrment for qualifying budget credits:
Rei nbur senent s - - - -
Total expenditures 1,873,588 1, 860, 323 $ 3,026, 743 $ 1,166,420
Cash receipts over (under) expenditures 115, 169 60, 307
Unencunbered cash, begi nning of year 923, 136 1, 038, 305
Unencunbered cash, end of year $ 1,038, 305 $ 1,098, 612

* This fund is not statutorily required to be budgeted. See Note 2a.

12



SCHEDULE 2.2

DONI PHAN COUNTY EDUCATI ON COCPERATI VE NO. 616, TROY, KANSAS

(Wth Conparative Actual Totals for the Prior

Cash receipts
Federal aid:

Early childhood aid
Title VI-B

Total cash receipts

Expendi t ur es

Instruction

Total expenditures

GRANT FUNDS*

Schedul e of Receipts and Expenditures

Regul atory Basis

For the Year Ended June 30, 2014
Year Ended June 30, 2013)

Recei pts over (under) expenditures

Unencunber ed cash, begi nning of year

Unencunbered cash, end of year

* This fund is not statutorily required to be budgeted.

13

Prior vyear Current year
act ual act ual
22,175 $ 22,171
314, 985 308, 967
337, 160 331,138
337, 160 331, 138
337, 160 331, 138
- $ —_
See Note 2a.



DONI PHAN COUNTY EDUCATI ON COOPERATI VE NO 616, TROY, KANSAS
Agency funds
Summary of Receipts and Disbursenents
Regul atory Basis
For the Year Ended June 30, 2014

SCHEDULE 3

Begi nni ng Endi ng
cash bal ance Recei pt s Di sbur senent s cash bal ance
Agency fund:
Fl exi bl e Spendi ng $ 41, 268 $ 31, 743 $ 29,182 $ 43, 829
Total agency fund $ 41, 268 $ 31, 743 $ 29,182 $ 43, 829
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DONI PHAN COUNTY EDUCATI ON COOPERATI VE NO. 616, TROY, KANSAS

Schedul e of Expenditures of Federal Awards
Regul atory Basis
For the Year Ended June 30, 2014
Add
Federal G antor/ Feder al Program Begi nni ng Endi ng encunbr ances Endi ng
pass-through grantor/ CFDA or award unencunber ed unencunber ed and accounts cash bal ance
program title nunber anmount cash bal ance Recei pts Expendi tures cash bal ance payabl e
U.S. Departnent of Education
Passed through Kansas Departnent of Education:
Speci al education cluster:

Speci al education grants to states 84. 027 $ 308, 967 $ - $ 308, 967 $ 308,967 $ - $ - $ -
Speci al education - preschool grants 84.173 22,171 - 22,171 22,171 - - -
Total U S. Departnent of Education 331, 138 - 331, 138 331, 138 - - -
Total federal assistance $ 331,138 $ - $ 331,138 $ 331,138 $ - $ - $ -
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